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CHAPTER 1
ELIGIBILITY, ENROLLMENT AND DATES OF COVERAGE

A. WHO IS ELIGIBLE

A.1 ELiGIBLE EMPLOYEE

If you are an employee of a participating department
or agency of the State of Montana and are in one of
the following classifications, you are eligible to enroll in
the State Employee Benefit Plan:

1

Permanent full-time employee scheduled to work
more than six months in any 12-month period.

Permanent part-time or job-share employee regu-
larly scheduled to work 40 hours or more per pay
period, and more than six months in any 12-month
period.

Seasonal employee:

a. regularly scheduled to work 40 hours or more
per pay period for six months or more a year;
or

b. who works 40 hours or more per pay period
for a continuous period of more than six
months a year, although not regularly sched-
uled to do so.

Elected official.

Officer or permanent employee of the legislative
branch.

Judge or permanent employee of the judicial
branch.

Temporary employee:

a. regularly scheduled to work 40 hours or more
per pay period for more than six months within
a year; or

b. who works for 40 hours or more per pay pe-
riod for a continuous period of more than six
months, although not regularly scheduled to
do so; or

c. who is covered under a labor union contract
that provides for eligibility.

Member of the Legislature.

A.2 ELiGIBLE DEPENDENT

Eligible dependents include:

1. The eligible employee’s lawful spouse or declared
common law spouse. (Affidavit of common law
marriage forms may be obtained from the Em-
ployee Benefits Bureau (EBB).)

2. The eligible employee’s dependent children who
are under age 25, unmarried, not employed with
an organization for which the dependent is entitled
to group insurance, and not in full-time active mili-
tary service. Dependent children are:

a. natural or legally adopted children of the eli-
gible employee or the employee’s lawful or
declared common law spouse; or

b. any other child:

1) with whom the eligible employee main-
tains a parent-child relationship, and

2) who qualifies as a dependent of the eli-
gible employee under Internal Revenue
Codes, as amended.

A parent-child relationship is defined as:

a) court ordered custody of the child by
the employee or the employee’s law-
ful or declared common law spouse;
or

b) legal guardianship of the child by the
employee or the employee’s lawful or
declared common law spouse.

If a question arises as to the eligibility of a
dependent as described in this provision,
proof of the parent-child relationship and
dependent status for Internal Revenue
Code purposes must be submitted upon
request to the EBB for review and ap-
proval.

A child cannot be covered by the State Employee Ben-
efit Plan as an eligible dependent of more than one
eligible employee, under the same coverage (medical
or dental — see B.4).

Section A: Who is Eligible



A.3 ELiciBLE DiIsABLED
DEPENDENT

An employee’s unmarried dependent children who are
incapable of self-sustaining employment by reason of
mental retardation or a physical disability will continue
to be eligible for medical, dental, and life benefits after
age 25 provided all of the following conditions are
met.

1. The eligible employee continues dependent cover-
age.

2. The incapacity commenced prior to the date the
dependent child’s coverage would otherwise ter-
minate.

3. The child is dependent upon the eligible employee
for support and maintenance within the current
meaning of Internal Revenue Codes.

Notification and proof of such incapacity must be sub-
mitted to the State Plan’s claims administration com-
pany within 31 days of the date the dependent child’s
coverage would otherwise terminate. Forms are avail-
able from the EBB. Proof that the child is fully inca-
pacitated may be required periodically.

A.4 ImrPorTANT NOTICE —
REsPoNSIBILITY TO REMOVE
INELIGIBLE DEPENDENTS

It is the responsibility of the subscriber (employee, re-
tiree, COBRA enrollee, or surviving spouse) to remove
any dependents, who cease to be eligible as defined in
Section A.2 or A.3, from coverage within 31 days of
the date eligibility is lost. The subscribing employee,
retircee, COBRA enrollee, or surviving spouse will be
held responsible for repayment of any claims dollars
paid out for an ineligible dependent which exceed pre-
miums collected for the ineligible dependent. Also, pre-
miums paid pre-tax cannot be refunded.

Section A: Who is Eligible



B. HOW TO ENROLL

B.1 ENROLLMENT OF NEwLY
ELiGIBLE EMPLOYEES AND THEIR
DerPENDENTS DURING THE FIRST
31-DAy INITIAL ENROLLMENT
PERIOD

1. WHETHER TO ENROLL IN CORE
BENEFITS FOR YOURSELF

A new employee who is eligible for benefits and an
existing employee who becomes eligible for benefits
must, within 31 days from the first day of eligibility, see
their agency payroll personnel and either:
a. enrolland receive state contribution toward the
cost of benefits; or
b. sign a waiver of benefits and forego state con-
tribution.

Core Benefits Are:

a. employee medical insurance — you choose one
of the available medical plans for the remain-
der of the benefit year and automatically re-
ceive the state-sponsored Employee Assistance
Program and Prescription Drug Plan (subject
to the provisions of C.5);

. employee dental insurance; and
c. basic (Plan A) employee life insurance.

See a current rate sheet for premium costs and state
contribution, available from agency payroll person-
nel.

Enrollment Options for Legislators

Legislators may:

a. enrolland receive state contribution toward the
cost of benefits;

b. sign an Option 2 Authorization waiving State
Plan coverage and applying state contribution
toward any out-of-pocket premium costs for
other health insurance; or

c. sign a waiver of benefits and forego state con-
tribution.

Option 2 materials and forms are included in your
initial benefit enrollment materials.

2. WHETHER TO ENROLL IN
OPTIONAL BENEFITS

a. Optional Benefits Which Face
Restrictions After the Initial Enrollment
Period

A newly eligible employee who wants any of the
following optional benefits must enroll in these ben-
efits within 31 days of the first day of eligibility for
coverage to be automatic. Enrollment in optional
benefits must occur at the time of enrollment in
core benefits to avoid Premium Payment Plan and
Flexible Spending Account restrictions (see B.5 and
B.6).

Affected Optional Benefits Are:

1) Medical (including the Prescription Drug
Plan) and dental coverage for existing de-
pendents.

After the initial enrollment period, you can only enroll
dependents for medical coverage under certain circum-
stances (see B.3).

Dependents can be enrolled for dental cover-
age during any annual change period (or at any
time if the subscriber is not on the Premium
Payment Plan), but that requires an application
signed by the dependent’s dentist showing that
all needed dental work has been completed
and approval by the State Plan’s claims admin-
istration company (see B.3).

2) Optional vision insurance. This is available
only during the initial enrollment period
and during an annual change period for
any benefit year(s) the coverage is offered.

3) Plan B - basic dependent life insurance on
existing dependents. This is only available
later if you marry or have a first child.

4) Plan C - optional employee life insurance
on self, in the amount of one times your
annual salary rounded to the next highest
$5,000. Later enrollment requires an ap-
plication showing evidence of insurability,
which must be accepted by the underwrit-
ing department of the State Plan’s life in-
surance company.

5) Long-term care insurance on self (monthly
benefit amounts of $1,000 — $4,000). A
separate application is required, but dur-
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ing the initial enrollment period, this appli-
cation does not require approval. Later
enrollment (or enrollment for monthly
benefit amounts of $5,000 or $6,000) re-
quires an application showing evidence of
insurability, which must be accepted by the
underwriting department of the State Plan’s
long-term care insurance company.

6) Flexible Spending Accounts (available to
active employees who receive regular pay-
checks through Central Payroll — see B.6).
This is not available again until the next
annual change period unless there is a quali-
fying event as described in B.6.

b. Optional Benefits Which are Less
Affected by Time of Enrollment

Whether enrollment occurs during the first 31-day
initial enrollment period may not affect your ability
to obtain the following benefits. However, once
you have enrolled, you must wait until an annual
change period to add or change benefits whose
premiums are paid pre-tax through the Premium
Payment Plan (see B.5).

1) Plan C - optional employee life insurance
on yourself in excess of one times your
annual salary rounded to a $5,000 incre-
ment. This coverage always requires ap-
plication and approval by the State Plan’s
life insurance company.

2) Plan D - supplemental spouse life insur-
ance. This coverage always requires appli-
cation and approval by the State Plan’s life
insurance company.

3) Plan E - accidental death and dismem-
berment insurance. This coverage never re-
quires application and approval by the State
Plan’s life insurance company.

4) Long-term care insurance on your spouse
(or parents) or coverage on yourself for
monthly benefit amounts of $5,000 or
$6,000. These coverages always require ap-
plication and approval by the State Plan’s
long-term care insurance company.

3. IF YOU ENROLL

On the first day you meet eligibility requirements and
are employed in active pay status, you may enroll with

Section B: How to Enroll

your agency payroll personnel in core benefits for your-
self, the subscriber (and the optional benefits listed be-
low). When you sign the enrollment form, you autho-
rize any premium costs (for core and any optional ben-
efits you elect), which exceed the state contribution, to
be deducted from your pay. See a current rate sheet for
premium costs and the applicable state contribution.

When you enroll, you must:
a. choose a medical plan for the remainder of
the benefit year; and
b. either accept automatic participation in the Pre-
mium Payment Plan or decline participation
for the remainder of the benefit year (see B.5).

At that time, you may also elect any of the follow-
ing optional benefits:

a. Medical and/or dental coverage for depen-
dents (dependents must be on same medical
plan as the subscriber).

b. Optional vision insurance.

c. Any optional life insurance on yourself and de-
pendents which does not require approval of
the State Plan’s life insurance company.

d. Accidental death and dismemberment insur-
ance.

e. Flexible Spending Accounts.

You may also apply for additional life insurance cover-
age on yourself (additional Plan C coverage), life insur-
ance on your spouse (Plan D — supplemental spouse),
and you, your spouse, parents, and parents-in-law may
apply for long-term care insurance benefits.

You should elect any optional benefits and apply for
additional Plan C life insurance at the same time you
enroll in core benefits to avoid Premium Payment Plan
and Flexible Spending Account restrictions (see provi-
sions B.5 and B.6).

Elected officials become eligible to enroll on the first
day they take the oath of office or the day the term
begins, whichever comes first.

4. IF YOU WAIVE BENEFITS

If you waive State Plan coverage because you have cov-
erage under another comparable plan, you do not give
up your rights as an eligible state employee to auto-
matic enrollment in core benefits at a later date. This
automatic enrollment does not apply to dependents.
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The one-year waiting period for prescription drug cov-
erage described in C.5 and the waiting period for cov-
erage of a pre-existing medical condition described in
C.4 apply (just as they apply to employees who enroll
during their first 31 days), unless you receive a previous
coverage credit described in C.6.

5. RE-ENROLLMENT FOLLOWING
TERMINATION

If a state employee who has terminated employment
and State Plan benefits is rehired and re-enrolled in the
State Plan within 30 days of termination, any prior cov-
erage is reinstated. A former employee, who is rehired
after 30 days, may make new plan elections and enroll
any eligible dependents, the same as any newly hired
employee. Any expenses incurred during a lapse in cov-
erage are not covered regardless of whether the rehire
is within 30 days of termination or later.

B.2 ENRoOLLMENT oF NEwLY
ACQUIRED DEPENDENTS DURING A
63-DAY SPECIAL ENROLLMENT
PeErioD TRIGGERED BY A NEw-
DePENDENT QUALIFYING EVENT

New dependents (a newly acquired spouse or child)
must be enrolled (through your agency payroll person-
nel) within 63 days of the date on which they first be-
came eligible (the qualifying event) in order to receive
automatic medical and dental coverage and meet Pre-
mium Payment Plan change requirements. See C.2 for
special newborn coverage. Documentation of the quali-
fying event (for example, a copy of the marriage li-
cense or birth certificate) is required at the time of en-
roliment.

Legally adopted children must be enrolled (through
your agency payroll personnel) by providing copies of
the court ordered adoption to the payroll person within
63 days of the date on which they first became eligible
(date of adoption court order).

Pre-adoptive children must be enrolled (through your
agency payroll personnel) by completing an affidavit
of intent to adopt or providing placement agreement
documents within 63 days of the date on which they
first became eligible (date of pre-adoption placement
agreement). Interim coverage for the pre-adoption
placement period will be provided for a maximum of

10

14 months from the date of placement. (See C.2 for
pre-adoptive coverage.)

In the case of a birth, adoption, or pre-adoptive place-
ment, the spouse and other dependents of an employee
may be enrolled along with the new dependent child
during the child’s 63-day special enrollment period.

IMPORTANT

New dependents not enrolled for medical coverage
within their first 63-day special enrollment period may
only be added later under certain circumstances (see
B.3).

B.3 OTHER QUALIFYING EVENTS
WHicH TRIGGER 63-DAY SPECIAL
ENROLLMENT PERIODS FOR
DEPENDENTS

An employee may elect not to enroll a dependent for
medical and/or dental coverage within the employee’s
initial enrollment period (described in B.1) or within a
newly-acquired dependent’s special enrollment period
(described in B.2) because the dependent has compa-
rable coverage with another group plan or government
program. In this case, the dependent can be enrolled
for medical and/or dental benefits at a later date dur-
ing a 63-day special enrollment period beginning on
one of the following qualifying events:

1. Loss of other coverage due to loss of eligibility
(not cancellation or failure to pay premiums) as a
result of events such as spouse’s termination or loss
of employment; spouse’s reduction in hours re-
sulting in loss of eligibility for benefits; loss of eli-
gibility for Medicaid, Medicare, CHIP, or other gov-
ernmental health insurance benefits; or in the case
of a dependent child, divorce resulting in loss of
eligibility under the ex-spouse’s plan.

2. A significant adverse change (benefit cuts and/or
premium increase) in the other insurance plan as
approved by the EBB.

The one-year waiting period for prescription drug
coverage (described in C.5) and the waiting period
for coverage of a pre-existing medical condition
(described in C.4) apply to the above — just as
they apply to dependents enrolled in their first 31
days of eligibility — unless the eligible dependent
receives a previous coverage credit described in C.6.
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3. Achild support order or change in a child support
order, which makes a State Plan subscriber respon-
sible for a dependent child’s medical insurance.

RELATED INFORMATION —
DEPENDENT DENTAL APPLICATION

Dependents can also be added to your dental coverage
later through application approved by the State Plan’s
claims administration company. The dependent must
have had a dental examination within six months of
completing the application, and any required dental
work must be completed as certified by your
dependent’s dentist. The application can only be sub-
mitted during an annual change period for the next
benefit year if you are (a) in the Premium Payment Plan
(see B.5) and (b) the dependent being added will change
your dental premium.

B.4 ENROLLMENT OF
INDIVIDUALS WHO ARE ELIGIBLE
BoTH AS EMPLOYEES AND
DepPENDENTS OR WHO ARE
ELiGiBLE DEPENDENTS OF MORE
THAN ONE STATE EMPLOYEE

Two spouses or a parent and child who are both em-
ployed by the state and who are both eligible employ-
ees must each enroll (or waive) core benefit coverage.
One may not be enrolled as a dependent of the other,
with the following exceptions in the case of spouses:
Plan B — dependent life, Plan D — supplemental spouse
coverage, and Plan E — accidental death and dismem-
berment (AD&D) insurance.

RELATED INFORMATION — FSAs

Qualified medical expenses of any FSA-eligible depen-
dent (whether they have their own Flexible Spending
Account or not) can be paid through a Medical Flex-
ible Spending Account.

JOINT CORE COVERAGE

If two spouses who are both eligible employees have
eligible dependents they wish to enroll, they may enroll
for joint core coverage under the same medical plan.
The children will be enrolled as dependents of one of
the parent spouses, but with joint core coverage. Joint
core coverage means that the spouses and children will
have only one family deductible and one family out-
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of-pocket maximum to meet and may have a slightly
lower premium rate than enrolling separately.

If the spouses choose to enroll separately, one spouse
will have employee-only coverage and the other spouse
will have employee and children coverage with sepa-
rate deductibles and out-of-pocket maximums. The de-
pendent children can only be covered as dependents
of one of the spouses.

B.5 PRremium PAYMENT PLAN
ENROLLMENT AND RESTRICTIONS
ON CHANGES AFFECTING
PrREMIUM AMOUNT

1. PREMIUM PAYMENT PLAN

This is a plan for paying your share of insurance pre-
miums with pre-tax dollars, rather than with after-tax
dollars. It saves you tax dollars. The plan is offered in
accordance with U.S. Internal Revenue Code (IRC) Sec-
tion 125 and applicable federal regulations. Please note
that you must participate in this program in order to
participate in the Flexible Spending Account program
(see B.6).

Premiums paid through the Premium Payment Plan can-
not be claimed as medical expenses when calculating
itemized deductions on your federal income tax return
or when calculating the federal Earned Income Tax
Credit. This credit is available to low-income families
who pay premiums to insure one or more dependent
children. Tax savings achieved by paying your premium
through the Premium Payment Plan may be more fa-
vorable than those achieved by claiming them as a medi-
cal expense deduction because of limitations on medi-
cal expenses that can be claimed.

Employee contributions, which are eligible for pre-tax
payment (deduction from gross wages), include con-
tributions to:
a. medical, dental, and optional vision insurance
(including dependent coverage);
b. up to $50,000 of term life insurance (plans A
and C); and
c. accidental death and dismemberment (AD&D)
insurance.
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2. WHO MAY PARTICIPATE IN THE
PREMIUM PAYMENT PLAN AND HOW
TO ENROLL

All employees who enroll in the State Employee Ben-
efit Plan are automatically covered by the Premium
Payment Plan, unless they decline participation.

3. ANNUAL ELECTION

Once a year, during a designated annual change period,
enrolled employees are asked to make the following
elections for the upcoming benefit year:

a.  whether they want to participate in the Pre-
mium Payment Plan;

b. what health plan they want for themselves and
family members currently enrolled for medi-
cal benefits; and

c. what available optional benefits they wish to
elect, change, or apply for.

This opportunity is provided in the fall of each year
for the following benefit year beginning January 1.

4. MID-YEAR RESTRICTIONS ON
CHANGES

Once a benefit year begins and the first premium has
been taken, IRS regulations prohibit enrolled employ-
ees from joining or dropping out of the Premium Pay-
ment Plan or making benefit changes which affect the
amount of premium paid with pre-tax dollars until the
beginning of the next benefit year, with a few excep-
tions.

Pre-tax premiums may be changed mid-
year under the following circumstances:

a. the employee elected to make the change dur-
ing the annual change period before the ben-
efit year started, but had to await application
approval.

b. the change is automatically triggered by a
change in age (age-based life insurance rates),
salary (amount of Plan C life insurance cover-
age), or a general premium change authorized
by the EBB.

c. achange in coverage and premium is needed
(or enrollment in the Premium Payment Plan
is needed) because of a qualifying event (a quali-
fying change in family/employment status).

Qualifying events include:
1) marriage.
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2) divorce, legal separation, or a change in a
custody/support order.

3) death of a spouse or child.
4) birth or adoption of a child.

5) employment change of a spouse, which
affects his/her eligibility for benefits, such
as termination, reduction or increase in
hours, going on unpaid leave, etc.

6) a major change in a spouse’s benefits: an
adverse change (such as major increases in
out-of-pocket premium costs, deductible,
or copayment maximums) prompting de-
pendent additions to your plan; or a posi-
tive change (such as added benefits or cost
reductions) prompting dependents to be
deleted from your State Plan and moved
to your spouse’s plan.

7) a dependent child’s loss of eligibility un-
der your plan (due to age, employment,
marriage, military service, etc.) or loss of
a dependent child’s eligibility under your
spouse’s plan necessitating an addition to
your plan.

8) Loss of other health benefits such as Med-
icaid, Medicare, or CHIP by a dependent.

Changes in coverage must be consistent with
the qualifying event and requested within 63
days of the qualifying event. Permissible
changes do not include a change in medical
plans, unless you move out of the plan’s ser-
vice area or retire. Requests for permissible cov-
erage changes and documentation of the quali-
fying event must be received (date stamped) at
the EBB Office, Room 125 Mitchell Building,
PO Box 200217, Helena, MT 59620; or re-
ceived by fax at 444-3573 by the 63 day.
Changes involving a reduction in premium
should be requested as soon as possible to
avoid loss of premium dollars (see refund re-
strictions below) and liability for claims paid
on an ineligible dependent (see A.4).

5. REFUND RESTRICTIONS

Internal Revenue Service codes prohibit refunds when
changes are made to coverage that has been paid with
pre-tax dollars. Employees on the Premium Payment
Plan need to remove ineligible dependents as soon as
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they become ineligible to avoid losing premium dollars
by contacting the EBB at the above address or fax num-
ber.

6. CHANGES NOT SUBJECT TO MID-
YEAR RESTRICTIONS

Allowable changes in coverage, which do not change
the amount of premium paid with employee pre-tax
dollars, can be made at any time. These include:
a. changes that do not affect premium (such as
the addition of a second child to the Dental
Plan); and
b. any changes in life insurance (plans A and C)
from an amount over $50,000 to another
amount over $50,000 (premium for life insur-
ance amounts in excess of $50,000 must be
paid after taxes).

7. RE-ENROLLMENT FOLLOWING
TERMINATION

If a state employee who has terminated employment
and State Plan benefits is rehired and re-enrolled in the
State Plan within 30 days of termination, any prior cov-
erage is reinstated as described in B.1, provision 5. Cov-
erage paid pre-tax can only be changed during a ben-
efit year if one of the qualifying events listed in provi-
sion 4 above has occurred. A former employee, who
is rehired after 30 days may make new plan elections
and enroll any eligible dependents, the same as any newly
hired employee. Any expenses incurred during a lapse
in coverage are not covered, regardless of whether the
rehire is within 30 days of termination or later.

B.6 FLEXIBLE SPENDING
AccouNTt (FSA) ENROLLMENT
AND CHANGES

1. FLEXIBLE SPENDING ACCOUNTS

a. Medical FSA

A medical FSA is an IRS approved way for en-
rolled employees to pay for their own or a family
member’s eligible medical expenses that are not cov-
ered by insurance on a pre-tax basis. (Eligible ex-
penses of family members who are not on the State
Plan can be paid through an FSA. See Chapter 6
for eligible medical expenses).
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b. Dependent Care FSA

A dependent care FSA is an IRS approved way to
pay for qualified dependent care (day care) expenses
on a pre-tax basis. See Chapter 6 for a listing of
eligible dependent care expenses.

FSAs are offered in accordance with U.S. Internal
Revenue Code (IRC) Sections 125 and 129 and
applicable federal regulations and save you tax
dollars on eligible expenses.

c. Relationship to Tax Deductions &
Credits

Medical expenses submitted for reimbursement
through a Medical FSA cannot be claimed as medi-
cal expenses when calculating itemized deductions
on your federal income tax return. Tax savings
achieved by paying your medical expenses through
an FSA may be more favorable than those achieved
by claiming them as a medical expense deduction,
because of limitations on medical expenses that can
be claimed.

Dependent care expenses submitted for reimburse-
ment from a Dependent Care FSA cannot be used
to calculate the dependent care credit on your fed-
eral income tax return. The amount eligible for the
tax credit is directly reduced by the amount placed
in a Dependent Care FSA. Tax savings from an
FSA may be greater or less than taxes saved by
using the Child Care Tax Credit. Call or visit the
web site of the State Plan’s FSA administration
company to assist you in deciding between these
two options.

2. WHO MAY PARTICIPATE IN AN FSA
AND HOW TO ENROLL

Employees who are enrolled or are in the process of
enrolling in the State Plan, and who are paid through
the Central State Payroll System, are eligible to enroll in
both the Medical and Dependent Care FSAs.

New employees who want an FSA must enroll in the
FSA program within their first 31 days as described in
B.1. All employees in the State Plan may enroll in one
or both FSAs each year as described in B.6, provision
5, below.

3. HOW MUCH CAN BE PUT INTO
EACH ACCOUNT?

You may put up to $5,000 of pre-tax dollars into your
Medical FSA per benefit year, and in most instances,
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up to $5,000 of pre-tax dollars into your Dependent
Care FSA. IRS regulations change this $5,000 depen-
dent care maximum if any of the following apply:

a. Ifyour spouse is also enrolled in a Dependent
Care FSA, your total annual family contribu-
tion cannot exceed $5,000.

b. If either you or your spouse earns less than
$5,000 a year, you can contribute up to the
lower of the two incomes.

c. If your spouse is either a full-time student or
incapable of self-care, you may contribute up
to $3,000 a year for one dependent or $5,000
a year for two or more dependents.

d. If you are married but file a separate federal
income tax return, you may put a maximum
of $2,500 into your Dependent Care FSA.

The minimum you may put into each account is $120
per year, or $10 per month.

4. PLACING UNUSED MONTHLY STATE
CONTRIBUTION INTO AN FSA

Any portion of the state contribution in excess of the
amount needed for core benefits and any elected op-
tional benefits, will be placed in an FSA, provided you
are enrolled in an FSA and designate the amount.

5. ANNUAL ELECTIONS

Once ayear, during the annual change period, you must
decide whether you wish to participate in one or both
Flexible Spending Accounts and elect the amount of
pre-tax dollars you wish to put into the account(s) for
the next benefit year. This annual amount is then di-
vided into equal pay-period amounts, which are de-
ducted first from any unused state contribution and
then from gross pay. An administrative fee for FSA
administration services is also deducted from your gross

pay.

An expense must be incurred (services received or
products ordered) during the benefit year in which an
FSA is in effect to be reimbursable from that FSA (as
described in 1.3). This may or may not be the same
time you are billed for and pay for the services or prod-
ucts. If you are planning to pay for services that are
received over the course of more than one benefit year
through an FSA (especially orthodontia), contact the
FSA program administrator in advance of making your
FSA election for assistance.
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6. MID-YEAR RESTRICTIONS ON
CHANGES

Once the new benefit year has begun and the first pay-
roll has run, you may not change or discontinue your
election for the remainder of the benefit year, unless a
change is needed due to a qualifying change in family
or employment status. Qualifying events are the same
as for the Premium Payment Plan (see B.5, provision
4).

To make a change, you must submit a change form
(available from your agency payroll personnel) to the
EBB within 63 days of the qualifying event. Mid-year
reductions in Medical FSAs are not allowed if you have
already received more in reimbursements than you have
contributed

7. USE IT OR LOSE IT REQUIREMENT

If, at the end of the benefit year, you have not had
enough eligible expenses to use up your FSA amount,
you forfeit the unused balance. IRS rules do not allow
refunds or carry over of unused balances into the next
year, or moving funds from one FSA (medical) to an-
other (dependent care). It is important to put no more
of your gross salary dollars into an FSA than you are
sure you will use during the year.

8. RE-ENROLLMENT FOLLOWING
TERMINATION

If a state employee who has terminated employment
and State Plan benefits is rehired and re-enrolled in the
State Plan within 30 days of termination, any prior FSA
enrollment is reinstated at prior monthly contribution
rates. The annual FSA election will be reduced by the
amount of any missing contributions and no expenses
incurred during the lapsed period of coverage are eli-
gible for FSA reimbursement. The FSA annual election
and monthly contribution can only be changed if one
of the qualifying events listed in B.5, provision 4, has
occurred. A terminated employee, who is rehired after
30 days, may make a new FSA election, the same as any
newly hired employee, and only expenses incurred af-
ter the effective date of the newly-elected FSA are eli-
gible for reimbursement from that account.
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C. WHEN COVERAGE
BEGINS

C.1 For NewrLy-HIRED AND
NEewLy-ELiGiBLE EMPLOYEES (AND
THEIR DEPENDENTS) ENROLLED
WITHIN THE 31-DAy INITIAL
ENROLLMENT PERIOD

1. CORE EMPLOYEE MEDICAL AND
DENTAL INSURANCE COVERAGE MAY
BE MADE EFFECTIVE ON:
a. the first day of the pay period following re-
ceipt of enrollment forms by the EBB; or
b. retroactive back to the first day of employ-
ment for new hires and the first day of eligi-
bility for newly-eligible employees, provided:
1) an enrollment form is submitted
within the 31-day initial enrollment
period; and
2) the enrollment form authorizes a pay-
roll deduction of any retroactive pre-
mium due. Retroactive premium must
be taken after taxes, regardless of
whether you will be on the Premium
Payment Plan, to comply with Inter-
nal Revenue Service requirements.

To make sure you receive the most favorable benefits
for early medical expenses, select your medical plan early
and follow any plan rules regarding eligible providers,
referrals, etc. (See C.4 for coverage effective dates on
pre-existing medical and dental conditions, and C.5 for
prescription drug coverage effective dates.)

2. OPTIONAL DEPENDENT MEDICAL
AND DENTAL INSURANCE

Optional dependent medical and dental insurance cov-
erage is effective on the same date as employee medi-
cal and dental insurance. Coverage of pre-existing con-
ditions and prescription drugs may be delayed as de-
scribed in C.4, C.5, and C.6.
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3. OPTIONAL VISION INSURANCE

Optional vision insurance coverage is also effective on
the same date as employee medical and dental insur-
ance.

4. FLEXIBLE SPENDING ACCOUNTS

FSA coverage is effective the first day of the first month
following enrollment in which a full month of FSA
payroll deductions can be taken.

5. LIFE AND AD&D INSURANCE

Life and AD&D insurance coverages, which do not
require application and approval by the State Plan’s life
insurance company, are effective on the same day as
employee medical and dental coverage as described
above. Elected optional life insurance benefits, which
require approval, are effective on the first of the month
following approval.

6. LONG-TERM CARE INSURANCE

Long-term care insurance benefits that do not require
approval are generally effective on the first of the month
following receipt of the application by the State Plan’s
long-term care insurance company if the application is
received by the 15" of a month. Benefits are effective
on the first of the second month following receipt of
the application, if it is received after the 15" of a month.

Long-term care insurance benefits that require approval
are effective on the effective date specified by the State
Plan’s long-term care insurance company.

C.2 For LATER DEPENDENT
ENROLLMENTS TRIGGERED BY A
QUALIFYING EVENT

The effective date of medical and dental insurance is
the beginning of the first day of the first pay period
following EBB receipt of the enrollment form and
documentation of the qualifying event — except in the
case of birth, adoption, placement for adoption, and
court ordered coverage described below. See C.4, C.5,
and C.6 for waiting periods for coverage of pre-exist-
ing conditions and prescription drugs.

Since enrollment forms and any required documenta-
tion must be received before coverage can begin, it is
important to enroll dependents as soon as they become
eligible or a qualifying event occurs. Waiting until the
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end of the 63-day special enrollment period delays
coverage.

1. BIRTHS

Automatic medical coverage of an infant born to a
plan member begins at birth for a 31-day period. You
must submit an Enrollment/Change Form (no later
than 63 days after the birth) and make any required
employee contributions to continue medical coverage
on an eligible newborn dependent beyond the first 31
days. You may also enroll the newborn for dental cov-
erage at that time or wait until later (Dental Plan enroll-
ment of a child under the age of 3 does not require
application and approval). Retroactive medical cover-
age back to the date of birth may be obtained for an
eligible newborn dependent (as well as the spouse and
other eligible dependents) if:
a. enrollment occurs within the 63-day special en-
rollment period; and
b. the enrollment form authorizes a payroll de-
duction of any retroactive premium due, which
will be taken pre-tax for Premium Payment
Plan members, as allowed by IRS rules.

2. ADOPTION AND PRE-ADOPTIVE
PLACEMENT

Medical and dental coverage of a child adopted by (or
placed for adoption with) a subscriber or subscriber’s
spouse can begin on the date of the adoption or
pre-adoptive placement agreement, if:
a. the adoption court order or Affidavit of In-
tent to Adopt has been completed;
b. enrollment occurs within the 63-day special en-
rollment period; and
c. the enrollment form authorizes a payroll de-
duction of any retroactive premium due, which
will be taken pre-tax for Premium Payment
Plan members as allowed by IRS rules.

Copies of the adoption court order or pre-adoptive
placement agreement are required. Coverage for
pre-adoptive placement will be provided for a maxi-
mum of 14 months from the date of placement.

3. COURT ORDERED COVERAGE

Medical and dental coverage of a child subject to a
court order can begin on the date of the order, if:
a. enrollment occurs within the 63-day special en-
rollment period (63 days of the effective date
of the order); and
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b. the enroliment form authorizes a payroll de-
duction of any retroactive premium due.

In the case of court ordered coverage, enrollments will
be accepted after the 63-day special enrollment period,
but coverage is effective the first day of the first pay
period following EBB receipt of the enrollment form
and documentation of the qualifying event (court or-
der).

4. THE EFFECTIVE DATE FOR OTHER
(NON-MEDICAL) INSURANCE BENEFITS

The effective date for insurance coverages that do not
require application and approval is the beginning of
the first day of the first pay period following EBB
receipt of the enrollment form and required documen-
tation of the qualifying event. The effective date for a
Flexible Spending Account is always the first day of
the month following enrollment, in which a full month
of FSA payroll deductions can be taken. The effective
date for optional benefits, which require application and
approval, is the first of the month following approval,
or in the case of long-term care insurance, the effective
date is set by the long-term care insurance company.

C.3 For LATER ENROLLMENT IN
EmpPLOYEE-ONLY COVERAGE BY
EmpPLoYEES WHO [INITIALLY
WalveD COVERAGE

The effective date is the beginning of the first day of
the first pay period following EBB receipt of the en-
rollment form. See C.4, C.5, and C.6 for waiting peri-
ods for coverage of pre-existing conditions and pre-
scription drugs. Dependents may not be added with-
out a qualifying event outlined in B.1, B.2, and B.3.

C.4 WAaITING PeErIODS FOR PRE-
ExisTING CONDITIONS

Medical and Dental Plan coverage (excluding prescrip-
tion drug coverage) of any pre-existing medical or den-
tal condition is available only after a new member has
been continuously covered for a period of 12 con-
secutive months, except as provided in C.6. See C.5
for the waiting period for prescription drug benefits.

A pre-existing condition is a condition for which medical
advice, diagnosis, care, or treatment (including prescrip-
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tion drugs) was recommended or received within the
six-month period prior to the enrollment date. Preg-
nancy and any conditions of an eligible dependent new-
born, an eligible dependent child being adopted, or a
child added through a child support order are not pre-
existing conditions.

In the event an employee or dependent is already
hospitalized on the date he or she wished to enroll for
coverage, enrollment will be deferred until the day fol-
lowing the day of termination of such hospital con-
finement (unless a previous coverage credit is granted
as provided in C.6).

RELATED INFORMATION

Type C Dental Services

Coverage of Type C dental services (for example,
inlays, crowns, gold fillings, initial dentures, and re-
pair dentures) does not begin until after 12 months
of continuous Dental Plan coverage. Coverage of
replacement dentures does not begin until after 36
months of continuous Dental Plan coverage un-
less a previous coverage credit is granted under C.6.

Long-Term Care Insurance

Long-term care insurance excludes coverage of a
pre-existing condition when coverage was obtained
without submitting evidence of insurability. See the
pre-existing condition exclusion in the long-term
care insurance outline of coverage.

C.5 WaiTiINg PERIOD FOR
PRrRescriIPTION DRUG BENEFITS

Prescription drug benefits do not begin until after 12
months of continuous state plan coverage, except for
newborn, newly adopted dependents, or a child sup-
port order.

This waiting period on all prescription drug benefits
will be shortened by any creditable coverage, just as the
waiting period for medical plan coverage of a pre-
existing condition is shortened by creditable coverage,
as described in C.6.

C.6 CrebpitaBLE COVERAGE

Any period of up to 12 months of prior comprehen-
sive medical coverage on a new State Plan enrollee, de-
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fined as creditable coverage in Chapter 9, will be cred-
ited toward:
a. the 12-month waiting period on a pre-existing
medical condition described in C.4; and
b. the 12-month waiting period on Prescription
Drug Plan benefits described in C.5 (provided
the creditable coverage included prescription
drug benefits).

Any period of up to 12 months of creditable dental
coverage on a new State Plan enrollee will be credited
toward the 12-month waiting period on a pre-existing
dental condition (and toward the 36-month waiting pe-
riod on replacement dentures).

Only prior coverage since the last 63-day break in cov-
erage, which satisfies the definition of creditable cov-
erage, will be credited toward waiting periods. A cer-
tificate of creditable coverage from the prior plan must
be submitted to the EBB and approved.

EXAMPLE

If a newly enrolled employee or dependent was previ-
ously insured by another comprehensive group health
plan for a year or more without a lapse between the
prior and State Plan coverage of more than 63 days,
12 months of creditable coverage is applied, eliminat-
ing any waiting period on a pre-existing medical condi-
tion. If the employee or dependent was only previ-
ously covered for five months, five months of the 12-
month waiting period would be eliminated, leaving a
seven-month waiting period.

If the former plan did not include a significant benefit
(such as an organ transplant benefit) or only included a
limited benefit, credit may be denied for the missing
benefit or portion of benefit. In the case of a limited
benefit under the former plan, State Plan coverage for
the first 12 months of membership would be limited
to the benefit of the prior plan.
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D. WHEN COVERAGE ENDS

D.1 MebicaL AND DENTAL
BENEFITS

EMPLOYEE COVERAGE ENDING DATE

Coverage of an enrolled employee (and his or her de-
pendents) ends (except as provided in Section E) at
12:00 midnight on the last day of the month or pay
period (as established by the EBB) in which one of the
following occurs:

1. The employee’s state employment terminates, or
the employee otherwise ceases to be eligible under
the State Employee Benefit Plan.

2. Premium due is not paid.
3. The State Plan terminates.

Terminating employees who have been continuously
covered by the State Employee Benefit Plan since Au-
gust 1, 1998 (when advance premium collection ended),
are entitled to an additional month or two additional
pay periods of coverage for themselves and their de-
pendents (as established by the EBB) provided any re-
quired employee contribution is paid.

DEPENDENT COVERAGE ENDING DATE

Coverage of an enrolled dependent also ends (except
as provided in Section E) at 12:00 midnight on the last
day of the month or pay period (as established by the
EBB), in which the dependent ceases to meet State Plan
eligibility requirements.

It is the employee’s/subscriber’s obligation to notify
agency payroll personnel within 31 days when a depen-
dent becomes ineligible for benefits. Premium Payment
Plan members should provide notification as early as
possible to avoid making unusable and nonrefundable
payments (see B.5, provision 5). Coverage of depen-
dents turning age 25 should automatically terminate.
However, if it does not, it is the employee’s responsi-
bility to notify the EBB of the dependent’s loss of eli-

gibility.

D.2 OTHER BENEFITS

Group life insurance, accidental death and dismember-
ment insurance, long-term care insurance benefits, and
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optional vision insurance end when medical and dental
benefits end (except as provided in Section E). Op-
tional vision, life, and AD&D insurance coverage also
cease when the group policies providing these cover-
ages cease, although similar benefits may be continued
through another insurance company or self-insurance
by the state. Flexible Spending Account coverage ends
(except as provided in Section E) at the end of the
month in which the last employee contribution is taken.
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E. COVERAGE
CONTINUATION RIGHTS

E.1 EmpPLOYEE AND DEPENDENT
PLaN MEMBERS LOSING
ELiciBiLITY — COBRA AND STATE
EmpPLOYEE PRrROTECTION AcCT
RIGHTS

This provision summarizes your rights and obligations
under the Consolidated Omnibus Budget Reconcilia-
tion Act of 1986, commonly referred to as COBRA
(Public Law 99-272, Title X), and the State Employee
Protection Act (2-18-1201 MCA). See E.2 and E.3 for
rights during a leave without pay and leave involving
workers compensation benefits. See Section F for ad-
ditional rights to convert some group insurance ben-
efits to an individual or conversion policy.

1. LAID OFF EMPLOYEES — STATE
EMPLOYEE PROTECTION ACT
COVERAGE

Under the State Employee Protection Act, an employee
who is laid off as part of a reduction in force covered
by the Act, may continue existing State Plan coverage
for six months from the effective date of the layoff, or
until the employee becomes employed in a job that
provides comparable insurance benefits, whichever
comes first. During this time the employee receives state
contribution toward the cost of premiums and must
only self pay the employee contribution.

2. EMPLOYEE RIGHTS TO COBRA
COVERAGE

Under COBRA, an employee covered by the State Plan
may continue existing State Plan medical, dental, and
optional vision coverage on him or herself and/or
dependents (see E.1, provision 4) if coverage would
otherwise be lost due to any of the following qualify-
ing events:

a. Layoff or reduction-in-force (COBRA cov-
erage starts after any period of State Employee
Protection Act coverage ends).

b. Voluntary termination of employment for rea-
sons other than gross misconduct.
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c. Voluntary or involuntary reduction in sched-
uled hours below 20 per week.

To continue coverage under COBRA, you must self-
pay the entire applicable monthly premium.

Employees covered by the State Plan whose hours are
reduced as a result of leave of absence or any injury
for which Workers’ Compensation benefits are being
received have other rights to continue coverage which
must be exhausted before COBRA rights are available
(see E.2 and E.3).

FSA Coverage Continuation

An employee with any of the above events may
continue a Flexible Spending Account (FSA)
through the remainder of the benefit year through
one of two payment options:

a. by making as many of the remaining monthly
FSA contributions for the benefit year as can
be taken out of the final pay check on a pre-
tax basis (to receive the tax benefit) and self-
paying for any remaining months with after-
tax dollars at the beginning of each remaining
month; or

b. by self-paying the FSA contribution for all post-
employment months with after-tax dollars at
the beginning of each month.

Continuation Period

COBRA medical, dental, and optional vision cov-
erage may be continued for up to 18 months. Flex-
ible Spending Account participation may be con-
tinued through the remainder of the current ben-
efit year.

Disability Continuation Period

COBRA coverage may be continued for up to 29
months if an employee enrolled in the State Plan is
determined to have been disabled under the Old
Age, Survivors, and Disability Insurance (OASDI),
or Supplemental Security Insurance (SSI) of the
Social Security Act at the time of, or within 60 days
after, the pertinent qualifying event described above.
The employee must apply to the EBB (444-3871)
for the extended coverage during the first 18
months of COBRA coverage, and within 60 days
after the date of the disability determination by the
Social Security Administration. Flexible Spending
Accounts may also be continued through the re-
mainder of the current benefit year (see E.1, pro-
vision 4).

19



3. DEPENDENT RIGHTS TO COBRA
COVERAGE

Independently of the employee, the spouse or other
dependent of a state employee enrolled in the State
Plan, who self-pays the entire applicable monthly pre-
mium, may continue existing medical, dental, and op-
tional vision coverage (see E.1, provision 4) if cover-
age would otherwise be lost due to any of the follow-
ing events:

a. the death of the employee and the spouse or
dependent is not eligible for, or does not exer-
cise rights outlined in E.7.

b. the lay-off, reduction-in-force, voluntary or in-
voluntary termination (for reasons other than
gross misconduct), or reduction in hours of
employment of the employee.

c. divorce, legal separation, or removal of a
spouse from the plan in anticipation of divorce.

d. attainment of age 25 by a dependent child or
some other event resulting in loss of depen-
dent status.

Continuation Period

Except where coverage is lost as result of the
employee’s loss of eligibility due to layoff, termi-
nation, reduction in hours, etc., COBRA medical,
dental, and optional vision coverage may be con-
tinued for up to 36 months. (Surviving dependents
eligible to continue coverage under E.7 must ex-
haust their rights under that provision before CO-
BRA rights are available.) Coverage lost due to lay-
off, termination, reduction-in-hours, etc., may be
continued for only up to 18 months, absent a quali-
fying disability described below. Flexible Spending
Account participation may be continued through
the remainder of the current benefit year.

Disability Continuation Period

Coverage may be continued for up to 29 months
for a covered dependent with a qualifying disabil-
ity at the time of, or within 60 days after the
employee’s layoff, reduction-in-force, or voluntary/
involuntary termination. The disability must qualify
under the OIld Age Survivors and Disability Insur-
ance (OASDI) or Supplemental Security Income
(SSI) sections of the Social Security Act as deter-
mined by the Social Security Administration. To
receive the COBRA extension, a copy of your SSI
determination must be filed with the EBB within
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the first 18 months of COBRA coverage and
within 60 days after the date of the disability deter-
mination of the Social Security Administration.
Flexible Spending Account participation may be
continued through the remainder of the current
benefit year.

Impact of a Second Qualifying Event
on the Continuation Period

If a dependent on a COBRA subscriber’s cover-
age or a newly acquired dependent added to a
COBRA subscriber’s coverage loses eligibility due
to another qualifying event (such as a child turning
age 25), the dependent has an independent right to
continue coverage for 36 months from the date
of the original qualifying event. If an employee,
who has continued Sate Plan insurance under CO-
BRA for up to 18 months, becomes entitled to
Medicare during that time, COBRA coverage for
qualified covered dependents may be extended for
up to 36 months from the original qualifying event.

4. COBRA CONTINUATION OPTIONS

COBRA-eligible employees may continue the follow-
ing existing insurance coverage combinations on them-
selves and covered dependents:

a. medical insurance only.

b. medical, plus dental insurance.
c. medical, plus optional vision insurance.
d. medical, plus dental, plus optional vision in-

surance.

Dependents may also independently continue any one
of the above coverage combinations, provided the cov-
erage was in effect before the event resulting in loss of
eligibility (and provided they are not covered as a de-
pendent of COBRA-eligible employee). Only those
dependents with dental and/or optional vision cover-
age — but no medical coverage — before the event
resulting in loss of eligibility, may continue dental and/
or optional vision coverage without continuing medi-
cal coverage. COBRA-eligible dependents who had
medical coverage and wish to add dental must submit
evidence of insurability and receive approval. Optional
vision can only be added at annual change for any ben-
efit year it is offered.

Flexible Spending Accounts can also be continued
through the end of the benefit year. No life, accidental
death and dismemberment, or long-term care insur-
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ance benefits may be continued under this provision.
New dependents may be added for the same coverage
as the employee or COBRA-continuing dependent, pro-
vided they are enrolled as specified in B.2

5. COBRA CONTINUATION
PROCEDURES

For loss of dependent eligibility due to divorce, attain-
ment of age 25, or other event, the dependent must
notify the EBB of the event within 60 days of the event,
or the date on which coverage terminates due to the
event, whichever is later. The right to continue coverage is
forfeited if the EBB is not notified within the 60-day time period.

When the EBB receives notice of loss of dependent
status, a Second Notice of COBRA Rights is sent (em-
ployees and enrolled dependents receive the first notice
within three months when they first enroll). In the case
of dependents turning age 25, the State Plan’s claims
administration company normally sends an automatic
notice of COBRA rights. However, it is your, or your
dependent’s, responsibility to notify the EBB of loss
of dependent eligibility if you do not receive a notice.

An automatic second notice of COBRA rights is also
sent when covered employees terminate employment
with the state or otherwise lose eligibility for State Plan
benefits.

You and/or your dependents must elect to continue
coverage under COBRA within 60 days of the latter
of:
a. the date you receive your COBRA Rights No-
tice; or
b. the date active employee coverage ends.

The right to continue coverage is forfeited if not exer-
cised within this 60-day period. All back premiums (pre-
miums for intervening months since coverage was lost)
must be paid within 45 days of the date you elect to
continue coverage.

6. TERMINATION OF COBRA
COVERAGE

COBRA coverage terminates before the end of the
normal continuation period if any of the following
occurs:

a. the monthly premium is not paid by the first
of the month of coverage or within the fol-
lowing 30-day grace period.

b. the COBRA member becomes eligible for
Medicare.
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c. the COBRA member, through employment,
m